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SUBJECT: OPIC INSURANCE PROJECT: EMBASSY COMMENTS, SAN SEBASTIAN 
MINES, INC 

REF: STATE 250720 

1. ECONOMIC IMPACT. IN EMBASSY'SVIEW, SAN SEBASTIAN MINES 
INVESTMENT CONTRIBUTES POSITIVELY TO ECONOMIC DEVELOPMENT GOALS OF 
EL SALVADOR. IT HAS A POSITIVE EFFECT ON THE BALANCE OF PAYMENTS 
THROUGH THE INITIAL INFLOW OF CAPITAL AND THROUGH EXPORT OF THE 
MINE'S PRODUCT. IT IS DIFFICULT TO QUANTIFY THE EXACT BALANCE 

OF PAYMENTS IMPACT SINCE IT WILL VARY DIRECTLY WITH THE WORLD 
PRICE OF GOLD. WE NOTE THAT THE RECENT DROP IN THE PRICE OF GOLD 
WILL REDUCE THE NET FOREIGN EXCHANGE SAVING ESTIMATE INCLUDED IN 
THE COMPANY’S APPLICATION ($720,000 ANNUALLY). WAGE PAYMENTS, 

RENTAL AND LOCAL EXPENDITURES OF THE ENTERPRISE, OF COURSE, HAVE 
A POSITIVE IMPACT ON THE DEPRESSED REGION IN WHICH THE MINE IS 
LOCATED. 

2. GOES ATTITUDE. THE GOES HAS A POSITIVE ATTITUDE TOWARD 
FOREIGN INVESTORS. A RECENT REPORT ON THE INVESTMENT CLIMATE IS 
SAN SALVADOR 3219. SINCE THE LOCAL GOVERNMENT 

HAS EXTENDED TAX ADVANTAGES TO THE FIRM, PRESUMABLY ITS ATTITUDE 
IS POSITIVE TOWARD THIS PARTICULAR INVESTMENT. WHILE EL 
SALVADOR'S MINERAL POTENTIAL IS NOT GREAT AND THUS INVESTMENTS 
IN THIS SECTOR DO NOT FIGURE SIGNIFICANTLY IN 

DEVELOPMENT PLANS, THE GOES DOES WELCOME FOREIGN CAPITAL AND 
EXPERTISE TO ASSIST IN DEVELOPING SUCH RESOURCES AS DO EXIST. 

3. PROBLEMS. THE COMPANY HAS EXPERIENCED LABOR PROBLEMS. 

4. EFFECT ON US INTERESTS. THE FIRM S OPERATIONS DO NOT 
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WITHIN EL SALVADOR AND WOULD APPEAR TO HAVE A POSITIVE 
EFFECT ON THE U.S. BALANCE OF PAYMENTS. THERE IS A REMOTE 
POSSIBILITY THAT LABOR PROBLEMS AT THE MINE COULD 
CREATE POLITICAL PROBLEMS FOR THE U.S. 

5. EMBASSY HAS NO OBJECTION TO PROPOSED INSURANCE OF 
THIS INVESTMENT. 
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